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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 
1990 

Domestic Economy 1987 1988 1989 Projections 
Population (millions) 14.7 15.1 Loeo 15.9 
Population growth (%) 2.6 2.6 2.6 2.6 
GDP (current dollars) (1) 1,449.2 1,243.3 1,297.6 1,482 
GDP per capita (in $1) 98.5 82.3 83 .6 93.2 
Real GDP growth (%) 5.8 5.6 4.9 3.0 
Budget Deficit 

pre-grant (% GDP) Ziwvd 23.9 24.2 28.6 

post-grant (% GDP) 11.8 7.7 12.4 
Labor Force (thousands) 6,995 7,300 
Unemployment (%) 35 50 
Consumer Price Index (%) 163.3 42.1 


Balance of Payments 

Exports (F.O.B.) 97 104.8 
Imports (C.I.F) 642 807.0 
Merchandise trade balance -545 702.9 
Current account balance -388.8 -375.2 
Capital account balance -92.2 -71.4 
Overall balance -425.5 -421.5 
Foreign exchange reserves L3is2 222.8 
Avg. exchange rate 292.08 744.91 

(Mt/US $1) 


Foreign Debt and Investments 
Debt 3,998 
Debt service paid 40.2 
Debt service owed 532.2 
Debt Service Ratio (%) 20.9 
(After debt relief) 
Direct investment (new) 10 
Direct investment (cum.) 
(since 1985) 
U.S. direct invest. (cum.) 14 
(since 1985) 
U.S. share direct invest (%) 19.9 


- Mozambique Trade and Aid 

Exports (F.A.S) 56.2 65.5 40.8 
Imports (C.I.F) 28.3 Zhai 97 
share Moz.exports(%) 20.8 i3.5 12.0 
share Moz.imports (3%) 10.1 7.7 4.9 
bilateral economic aid 65.8 93 120 
bilateral military aid 0 0 0 


Principal U.S. exports: Corn, grains, wheat, used clothing 
Principal U.S. imports: Cashews, sugar, clothing 


Sources: National Directorate of Statistics, Ministry of Commerce, 
Ministry of Planning (GPIE), World Bank, IMF, U.S. Agency for 
International Development 


1) Decline in GDP due to devaluation. 





SUMMARY 


The Mozambique Government's discussions with the armed 
insurgency (RENAMO) brought about a provisional cease-fire in 
the country's two major transportation corridors in late 1990, 
but insecurity elsewhere in Mozambique limits agricultural 
production, reinstitution of ground transportation networks, 
and overall investment and rehabilitation. In 1990 a new 
constitution paved the way for a multiparty political system 
and enshrined the right to private property. Elections are 
forecast for 1992. 


The government's Program for Economic Rehabilitation (PRE) 
continues to reverse the dramatic economic decline of 
1980-1985. Nonetheless, with growth estimated at 3 percent, 
1990 was a year of relative stagnation. Mozambique is a highly 
indebted, poverty-stricken country in a longterm state of 
serious financial imbalance. Government adherence to the 
structural adjustment requirements of the International 
Monetary Fund (IMF) will be important in assuring donor support 
into the near future to meet the close to $800 million annual 
balance of payments gap. 


New foreign investment totalled $20 million in 1990, primarily 


in the areas of tourism and agriculture. Plans are under way 
to institute export processing zones by the end of 1991. 


Best prospects for American exporters are in equipment for 
hotel/tourism, agriculture, and aviation supplies. Investors 
should look at foreign exchange earners such as agro-industrial 
Or maritime export industries ang tourism. Much of the annual 
$800 million bilateral and multilateral assistance is open to 
international tenders. Upcoming projects include those in the 
areas of construction, transportation and education. 


PART A: CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: During 1990, the economy slumped from growth 
levels of the previous two years, but continued to make 
progress in reversing the precipitous economic decline of the 
first half of the decade. Provisional estimates show GDP 
growing at 3 percent (but final data may show growth under 2 
percent). In agriculture, poor performance may be partly a 
reflection of the limited capacity of data collection systems 
to capture increased private production and marketing, 
particularly as the role of parastatais has diminished. 
Agricultural production was also bedevilled by poor weather and 





transportation bottlenecks. Extensive power outages caused by 
sabotage in the first quarter of 1990 crippled industrial 
output. Inflation went past official targets to top 37 
percent. 


Budget: The PRE has aimed to control government spending, 
limit government recourse to bank financing, and improve the 
financial position of public enterprises. Since 1987, 
substantial progress has been made in meeting these goals. 
Nonetheless, in 1990 the overall deficit before grants was 28.6 
percent. The 12.4 percent deficit after grants was almost 
wholly financed by external sources. Similarly, the 
government's investment budget is almost completely 
aid-financed. New taxes in 1991 included a 30 percent tax on 
employment income for all resident individuals (including 
expatriates) and a 15 percent tax on services provided by 
nonresident enterprises. Starting in 1992, major registered 
companies will be required to provide independently audited 
accounts in support of their tax declarations. 


Balance of Payments: In 1990 the trade deficit reached $750 
million. The return of 15,000 workers from the former German 
Democratic Republic and the loss of close to $20 million in 
workers' remittances offset a 12 percent improvement in export 
performance. Increases in oil prices added another $25 million 
to Mozambique's import bill. The current account deficit after 
grants was $375 million, financed principally through debt 
relief. The United States is Mozambique's third largest export 
market after Spain and Japan. Major exports to the United 
States are cashews and sugar. The United States holds 6.5 
percent of Mozambique's import market (ranked under Italy, the 
United Kingdom, South Africa, France, and the Soviet Union). 


Foreign Investment: Mozambique has a liberal foreign 
investment regime and welcomes foreign investment. $20 million 
in new investment was registered in 1990, primarily in 
agro-industries and tourism development. The United Kingdom 
and South Africa were the largest investors, contributing 
respectively $7.6 million and $5 million. There was no new 
U.S. investment in 1989 or 1990. The success of joint ventures 
such as LOMACO (Mozambican/U.K. joint venture) in producing 
citrus, vegetables and cotton has attracted interest among 
farmers in Zimbabwe, and South Africa. 


Foreign Debt: Mozambique is one of the world's most heavily 
indebted countries. Approximately $4.4 billion is owed to 





bilateral creditors. Of this, $1.6 billion is to Organization 
for Economic Cooperation and Development (OECD) countries and 
$1.4 billion to Eastern European countries (primarily the 
USSR). Debt relief from official creditors ($22 million in 
1990) and debt rescheduling helped to reduce the country's debt 
service ratio from 175 percent to 42 percent in 1990. 
Mozambique hopes to eliminate most of its $350 million in 
commercial debt through a debt-buy back scheme supported by 

up to $10 million in grants from International Development 


Association (IDA) Debt Reduction Facility and assistance from 
other countries. 


Economic Rehabilitation Program: The PRE encompasses a host of 
policy reforms aimed at transforming a centrally planned, state 
dominated economy into a market-based, decentralized economy. 
Notable achievements in 1990 included the introduction of a 
secondary market for foreign exchange (at a more realistic 
exchange rate), the legalization of private rental housing, and 
reduced government intervention in commercial transactions. 
1991 should bring, inter alia, further devaluations aimed at 
achieving a market-based exchange rate, and a simplified 
foreign trade regime. Work will continue on improving the very 
low standard of banking services which continues to plague 
individual, business, and government transactions. In line 


with the requirements of the IMF Structural Adjustment Program 
which guides the PRE, the government will seek to reduce 
inflation to no more than 30 percent in 1991. The government 
is aiming at 5 percent annual growth in. 1991-1993, while 
continuing to pursue stringent monetary and credit policies. 


Agriculture/Maritime resources: The 1990/91 agricultural 
season will produce mixed results. Rains started late 
throughout the country, but in some areas continued steadily 
and, combined with improved price and marketing incentives, 
should result in excellent localized harvests. Sofala and 
Manica provinces experienced exceptionally poor rains and will 
have minimal harvests, whereas Nampula Province expects its 
best cereals harvest since independence. Donors will continue 
to provide close to 30 percent of Mozambique's food 
requirements. 


Agricultural export performance in 1990 was disappointing. 
Cashew production, one of Mozambique's primary foreign exchange 
earners, was down by 52 percent. New private operators (such 
as LOMACO) hope to better the 1990 seed cotton production of 


28,700 tons following privatization of much of the cotton 
sector. 





Sugar production, the focus of intensive rehabilitation, 
financed in part by the African Development Bank and the 
British Overseas Development Association, registered production 
of 350,700 tons in the season 1989/90. Mozambique expects to 
fulfill its U.S. sugar quota for 1990/91 of 26,444 tons. 


The fishing sector continues to be one of Mozambique's hardiest 
foreign exchange. earners, bringing in an estimated $41.6 
million in revenues in 1990 (a little under half of total 
exports). Starting in 1990, all new investments aimed at 
shrimp capture must include a local joint venture partner. 


Industry: Industry suffers from continued shortages of 
foreign exchange for imported inputs, unreliable power 
supplies, and stagnant consumer demand. Export industries are 
in somewhat better shape. Nontraditional industries (primarily 
textiles and shoes) contributed $33 million worth of exports in 
1990. Most goods were destined for Romania, Bulgaria, or the 
Soviet Union on a barter basis. The low quality of 
manufactured goods limits sales elsewhere. 


Divestiture of the government's enterprise stock has resulted 
in the privatization of 47 large public enterprises and 40 
smaller enterprises. Another 40 industrial and agro-industrial 
enterprises will be receiving funding from the World Bank and 
co-financing from Italy, France and the United Kingdom for 
rehabilitation. During this process, foreign investors will 
also be sought. 


Energy: Only a fraction of the country's potential 
hydroelectric capacity (estimated at 11,755 MW) is exploited. 
One of the world's largest dams, the Cahora Bassa (with an 
installed capacity of over 2,000 MW) is nonfunctional due to 
Renamo sabotage. In 1990 the Permanent Joint Commission 
(composed of the dam's major shareholders and users) discussed 
extending coverage to Zimbabwe. Confirmed natural gas findings 
in Pande of an estimated 40 billion cubic meters await 
investors to construct a gas pipeline to transport the gas to 
consumers in neighboring countries. A proposal for an adjunct 
ammonia fertilizer feed plant has been temporarily shelved due 
to oversupply in the region. 


Mining: Mozambique has extensive untapped deposits of many 
minerals, including graphite, bentonite, titanium, bauxite, 
pegmatites, tin, gold, nickle, marble, precious, and 
semiprecious stones. Extraction activities are operating at a 





fraction of capacity. Receipts from the mining sector 
increased by 80 percent in 1990 due to gold extraction (62.8 
kilos) from the new Lonhro gold mine near the Zimbabwe border 
in Manica province. Discussions continue between Kenmare 
Resources (Ireland) and Johannesburg Consolidated Investment 
Corporation (JCI) for development of the Congolone Titaniferous 
sands deposit near Angoche. Reportedly, South African 
insurance companies have been leery of providing coverage for 
the project. Copper production ceased altogether, the results 
of diminishing copper reserves and financial difficulties at 
the Mina de Mundonguara. Destruction to railroad lines has 
paralyzed coal exports except to the closest neighbor, Malawi 
(19,000 tons exported in 1990). Further development of the 10 
billion tons in recoverable quantities at the Moatize coal 
fields depends on transportation rehabilitation. 


Transport and Communications: Transport and communications 
continue to receive high levels of donor support. Work 
continues on the Beira Port transportation system project, and 
rehabilitation of the Nacala and Limpopo lines. The southern 
train and port network -- centered at Maputo port, and serving 
South Africa, Swaziland and Zimbabwe -- saw diminishing traffic 
in 1990. Unacceptable levels of pilferage and poor management 
have lost the port and rail systems important export business 
from neighboring countries. The port cleared only 2.9 million 
tons of merchandise in 1990, down from 3.1 million tons in 
1989. Maputo port is functioning at less than 30 percent of 
installed capacity. Port authorities may look to privatization 
and leasing out of some port functions to improve port 
operations. 


Mozambique's telecommunications program aims to link major 
cities by telephone and telex. In 1990 Sweden, France, Itely 
Portugal, and Germany pledged 70 percent of Mozambique's 
request for $8.3 million for new projects. 


Part B: IMPLICATIONS FOR THE UNITED STATES 


Major Projects: By far the largest business in Mozambique at 
the current time is that generated by the close to $800 million 
in development assistance offered by multilateral and bilateral 
donors. Many donor-funded projects are open to international 
bidding. Projects in 1991 include those in the areas of 
transportation, communications, urban rehabilitation, health 
care, construction, and agriculture. Businesses should monitor 
Worid Bank and other multilateral development agencies (such as 
African Development Bank, International Fund for Agricultural 





Development, and OPEC Fund for International Development) for 
tender announcements. Among other activities, the U.S. Agency 
for International Development will be funding a $17 million 
commodity import program for agricultural and transportation 
goods in 1991. 


Industrial/Aviation Goods: Both foreign and national investors 
are laying the groundwork for the surge in tourism expected to 
come when tourist areas become reasonably secure and 
accessible. Equipment for the hotel/tourism industry 
(including food processing, cold storage,and restaurant 
supplies) is already being sought. Agricuiture is another 
promising area for American exporters. Irrigation equipment, 
solar energy devices, and general farm machinery are some of 
the items in demand. There has also been interest in importing 
small-scaie mining equipment. 


Air transport will continue to be a major means of moving goods 
and pecple. In addition to the national airlines, a host of 
smalier operators (foreign and nationai) are active in the 
market. Demand for new or used planes, parts and services 
should continue. 


Finally, U.S. information technologies hold an excellent market 
share in Mozambique. Sale or lease of computers and related 
services is a growing market. 


Investment Opportunities: Investors should liook to 
foreign-exchange generating investments such as minerals 
extraction, agro-industrial or maritime export industries, and 
tourism development. Some investors have shown interest in the 
rehabilitation of newly privatized, medium-size consumer goods 
and construction materials industries. 


The introduction of export-processing zones, promised by the 
end of 1991, wiil offer export-only industries favorable 
conditions and access to iarge pools of inexpensive (but 
generally untrained) labor. 


The annual Maputo International Trade Fair is one of the best 
ways to introduce products or services to the Mozambican 
market. For more information, contact the commercial officer 
of the U.S. Embassy in Maputo; telex: 6-143 AMEMP MO; FAX: 
490114. Additional commercial information on Mozambique may be 
obtained from the Mozambique desk officer, Room 3317, U.S. 


Department of Commerce, Washington, D.C. 20230; Phone (202) 
377-5148. 


* U.S. Government Printing Office : 1991 - 282-906/40003 








